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Planning, programming, budgeting systems (PPBS) 
require extensive investment bn the part o£ ; institutions of higher 
education. But there is pressure from public agencies and the public 
in general for higher education to explore and use these techniques 
for improved management. The new environment for higher education 
includes competition with other social programs for funds, an 
interdependent economic system, and the acceptance of PPBS by 
federal, state, and local governments, and by business. A PPBS 
formulation can provide additional insight into program changes by 
identifying resource requirements and developing costs by program 
tends to improve understanding of objectives and outputs. Three 
methods of implementing of PPBS are listed in the present document: 
planning studies, evolutionary development of PPBS, and the 
"turn-key" changeover to PPBS. This paper concludes that an 
institution should begin implementation of PPBS cautiously, but that 
the PPBS technology would be useful to college administrators in 
developing their management art. (Author/HS) 
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FOREWORD 



f 



A major problem in the application of modern management 
techniques to institutions of higher education is that of providing a 
clear understanding of the nature of the new techniques, their advan- 
tages for decision-making, their approximate costs, the effects of their 
use, and how they are to be implemented. This monograph, the first 
of a series, provides a clear understanding of one aspect of modern 
management techniques. ’’WHY PLANNING, PROGRAMMING, 
BUDGETING SYSTEMS FOR HIGHER EDUCATION?” It is 
written for the layman; it describes PPBS in higher education as 
opposed to PPBS in industry or defense It provides examples of the 
kind of results PPBS can be expected to provide higher education. 

The author, Mr, Farmer, is thoroughly acquainted with planning, 
programming, and budgeting systems in the federal government and 
the defense industry as well as higher education. He understands the 
conceptual difficulties involved in applying the PPBS techniques to 
institutions of higher education. He warns of the deficiencies of PPBS 
for higher education and admits that, M . , . at some point program 
budgets can become an exercise rather than a useful management tool.” 

But the case for exploring thoroughly the use of PPBS in higher 
education is well founded. Unfortunately, its advantages are not 
casually obvious. One must struggle with its concepts until they are 
understood. AH too frequently these fundamental concepts of PPBS 
have been buried in systems lingo and computer jargon. This mono- 
graph, and the series to follow, are designed to provide college and 
university officials with additional understanding of PPBS and other 
new management techniques. You are encouraged to read this care- 
fully, giving special attention to the examples. 

Ben Lawrence, Director 
Management Information 
Systems Program 
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Boulder, Colorado 
February, 1970 
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SUMMARY 



Planning, programming, budgeting systems require extensive 
investment on the part of institutions of higher education. But there 
is pressure, from public agencies and the public in general, for higher 
education to explore and use these techniques for improved manage- 
ment. The "new environment” for higher education includes com- 
petition with other social programs for funds, an inter-dependent 
economic system, and the acceptance of PPBS by federal, state, and 
local governments, and by business. 

However, PPBS has several conceptual deficiencies when applied 
to institutions of higher education. There has been no fully satisfactory 
definition of the output of higher education. In institutions there is 
no single organizational unit which produces a unique output — a 
graduate is the product of many different academic departments and 
the recipient of many different services. There are no accepted pro- 
duction functions for higher education, and because of the joint input 
and output of programs like research and instruction, production func- 
tions for higher education will be difficult to identify or quantify. 

A PPBS formulation can, however, provide additional insight 
into program changes by identifying resource requirements, and devel- 
oping costs by program tends to improve understanding of objectives 
and outputs. Several examples are given. 

Three methods of implementing PPBS are listed: planning 

studies, evolutionary development of PPBS, and the "turn-key” change- 
over to PPBS. This paper concludes that an institution should begin 
implementation of PPBS cautiously, but that the PPBS technology 
would be useful to college administrators in developing their manage- 
ment art. 
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WHY PLANNING, PROGRAMMING, BUDGETING SYSTEMS 
FOR HIGHER EDUCATION? 



The Problem 

Many coliege and university presidents are facing the dec ion 
of implementing planning, programming, and budgeting systems. 
The decision to use such a system requires a significant commitment of 
resources with an uncertain return. It requires the allocation of already 
limited analytic talent. And there are a few cases of fully satisfied 

users. 

At the same time, there is increasing demand from public agencies 
and private advisors that PPBS, as it is often called, be immediately 
implemented . 1 Several state colleges and universities are facing require- 
ments by state legislators or finance departments to report in program 
budget formats. Are these demands reasonable? 

Clearly, PPBS must improve the decision-making process mark- 
edly to make the investment in PPBS and the related management 
technology viable. PPBS must, as it requires of the programs them- 
selves, pass the test of cost-effectiveness . 2 



The New Environment 

It is important to understand the ''new environment of higher 
education in order to understand the motivation of those outside the 
higher education community to strongly support PPBS. First, higher 
education is now competing with many significant social problems for 
funds. Second, higher education is now a closed economic system— 



ipof an example, see the Legislative Analyst’s Report, California Joint Budget 
Committee <Ref. 1, p. 417). For comments on congressional concern, see Steiner in 

Novick (Ref. 2, pp. 314-316), . , , . 

2For a theoretical discussion of the economic value of an information (decision- 

making) system, see Marschak’s model (Ref. 3 and 4). 

3 
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there are no independent institutions. Third, there has been an accep- 
tance and use of program-budgeting by the federal, state, and local 
governments, and by business. 

For many years higher education has presented the "bill” for 
higher education to the public for support, and it usually was paid. 
Now, however, bond authorizations are frequently defeated at the polls, 
and state governments are drastically reducing per student funds. 3 
Although higher education used only 2.2 percent of the gross national 
product in 1965-1967, the expenditures totaled $15.2 billion. By 
1980 higher education will be consuming 2.5 percent of the GNP — 
some $32.5 billion (1967 dollars). 4 The public now has a large 
number of social programs — hunger, housing, medical care, transpor- 
tation, and pollution — competing for public funds. Educators are 
being asked to specifically describe their objectives, measure their 
performance, and determine costs. 

The public could readily undeistand one of higher education's 
arguments — that education was an investment in the economic future 
of the community. Hirsch described this objective saying: 

. . . education is an investment designed to produce an 
enterprising and skilled labor force that can be counted on 
to contribute to economic growth, prosperity, technological 
advances, and national security. Education enables people 
to hold rewarding jobs and in turn provides the nation with 
economic and military strength. 5 

But in the "search for relevance,” students are turning from engineer- 
ing, medicine, and business to ethnic studies, social science, and 
political science. The public appears to have difficulty finding a 
direct relationship between these studies and any economic goals cited 
by the institutions. 

It is reasonable that public representatives would now ask for 
program budgets hoping to get an explicit statement of objectives, 
measures of effectiveness, and costs by program. 



3 For a California example, see the Governor's 1970-71 budget goals for the 
California State Colleges in Ref. 5. 

♦These data, based on 1967 constant dollars, were taken from Tickton, Ref. 6, 

p. 22. 

6 Ref. 2, pp. 180-182. 
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Higher education is now a dosed economic system in two senses. 
First, no institution is completely independent of another. Enrollment 
and funding of almost all institutions are determined, in part, by the 
actions of other institutions. This dependence is most evident in the 
large systems. For example, as the University of California and the 
California State Colleges began to deny admission to entering fresh- 
men and sophomores, the California Community Colleges had an 
enrollment surge which would never have been projected by historical 
statistics. Several states have begun to fund education at private insti- 
tutions, and almost all institutions, or their students, receive funds 
from the federal government. Thus, planning must include the effects 
of these dependencies as well as historical patterns of enrollment and 
funding. 

In a second sense, colleges and universities are considered an 
integral part of the community’s social and industrial base. Some 
colleges have been created to provide the "technology” for a com- 
munity’s industry, or in an attempt to cause social change. The institu- 
tion of higher education must then be considered in the context of the 
economic and social system. The planning system must represent this 
close interrelationship. 

If program budgeting had been discredited, or found inapplicable 
by business, higher education could have avoided PPBS. But this 
management technology, developed from science, engineering, and 
economics, is proving its usefulness. Failing to implement this tech- 
nology and at the same time failing to articulate its inapplicability, 
higher education, as a whole, appears to be resistant to change — the 
very "change” that such institutions are expected to foster. While it is 
clear to the systems analyst that higher education presents difficult 
conceptual problems, the reluctance of institutions to approach such 
planning technology appears unwarranted. 

Perhaps Hirsch was more bold than understanding when he 

said : 

The existing budget and budgeting procedures are so 
patently uninformative that they effecively conceal most 
of the needed insight. Many old-timers are quite comfort- 
able in such a situation, which makes it difficult for any 
operation to be judged and evaluated seriously . 6 



6Ref. 2, p. 205. 
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